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near constant trend. Total outside liabilities / total assets
showed a rising trend and outside liabilities were J.29 per every
unit of asset (Section-F and G, Table 4.12). On the basis of
this data we can conclude that the liabilities of the firm were
increasing not because of a rise in the long-term liabilities
but short-term liabilities. This was not harmful to the financial
stability of the firm, but insufficient internal surpluses to meet
all the expenses (Section-A (ii) and B (ii), Table 4.11) over a
period of five, years posed a problem in the longrun.
For Firm-X, debt / equity (Section-A, Table 4.12)
showed a worsening trend aiad in 1981, the debt was 8.29 per
every unit of equity. This resulted in a decline in net worth
in relation to long-term liabilities and bank credit (Section-B
and C, Table 4.12) but the fall in ratio of net worth / bank
credit was more than the fall in the net worth / long-term
liabilities implying increasing short-term liabilities. Net worth/
fixed assets showed a slightly rising trend (Section^-D, Table 4.12).
In 1981 per every unit of fixed asset, net worth was 0.30. Net
worth/net sales showed a decreasing trend upto 1980 and a
steep rise afterwards (Section-E9 Table 4.12). In 1981 sales
were negative. Hence the ratio was -5.33. Long-term liabili-
ties / total assets showed a falling trend which implied less
dependence on long-term liabilities to finance total assets but
total outside liabilities / total assets showed a rising trend
(Section-F and G, Table 442). In 1981, this ratio was L27
i.e., per every .uirit of asset, outside liabilities were more than
one. This led the debt / equity ratio to worsen not because
of long-term liabilities but short-term loans. Section-A (ii)
and B (ii), Table 4.11 stowed increasing losses in relation to
net sales and total capital employed. Section-E, Table 4.11
indicates that in 1979 atone cumulative losses exceeded the value
of total assets and the losses were 2.75 times the value of total
assets in 1981. Increasing debts along with increasing losses
resulted in the closure of the firm.
For FirmrXI, debt / equity ratio (Section-A, Table 4J2)
stowed am incBaasing tend till,1980* implying an improvement
& 19S1 over the previous years., Net worth / long-term liabili-
ties, stewed, a d^wawaard trend upto 198Q:but a rise afterwards
act worth / bank credit a continuous falling trend i.e..